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It is difficult to reform Chinese natural monopoly industries due to the economic 
and technological characteristics of natural monopoly industries and the traditional 
monopoly pattern formed in a long period. The telecommunications industry 
characteristics of network economy, scale economy and scope economy have led to 
natural monopoly of the telecommunications industry. To break the monopoly and 
introduce competition into the telecommunications industry is the key objective of the 
regulatory reform of it. Since the implementation of reform and opening up policy, 
with the advancement of the society and technology, Chinese telecommunications 
industry has been reformed by Chinese government. The market structure of Chinese 
telecommunications industry has been transformed from administrative monopoly to 
monopolistic competition, which has significantly contributed to the prosperity and 
development of Chinese telecommunications industry, however, not changed the 
oligopoly status of the telecommunications industry, while fairness and efficiency 
have remained to be the issues of regulatory reform of Chinese telecommunications 
industry. 
Recently, a new round of restructuring of the telecommunications industry 
reform has been closed. Full-service operations and the 3G era have initiated a new 
chapter of the development of Chinese telecommunications industry. In the new 
market environment, we need to thoroughly study how to realize rapid, healthy and 
orderly development of the telecom industry through industrial regulation and reform. 
This paper applies theories of new political economics to analyze the reform history 
of Chinese telecommunications industry from the perspective of interest group and 
concludes that the course of industry regulation of the telecommunications industry is 
actually the course of interest gambling between the interest groups of the regulation 
authorities, monopolists and consumers. Every regulatory reform policy is the result 
of gambling between various interest groups. As the goals of different interest groups 















have been intensified, triggering a series of vicious competitions, which is the key 
reason why the reform of Chinese telecommunications industry has not achieved its 
goals. 
This paper applies the natural monopoly theory of regulation, game theory and 
game models to analyze the game processes of various interest groups at each stage of 
the reform of the telecom industry and the regulatory policies taken by the 
government. This paper reaches a series of conclusions based on gambling analysis 
and proposes a series of practical policy recommendations. 
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